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Feonomic Information on the
Philippinces and Cambodia

The attuched articles on the aconomics of the
Philippines and Cambodia are in response to your telephonc
request of 15 May. Note in the cose of Cambodia that no
statistics are included. What little data wore available
for the counLry as a whole -- cven before the latest
develovmonts == are fragmentary and of limited value in
assessing Cambodia's cconomic future. If there are any

quesition:, pleasce do not hesitate to call.

T
et

(’népp}&ea For Retedsbl2dd2liglig | chiAopssTaososmooagosogmnas s/,
/

4

25X1A9A

’:‘-;Approved

¢

For Releése 2002/08/15 : CIA-RDP86TQ9608R00'0600030023-9"




oy

Approved For Reléase; 200p/0bii$ | ¢/AIRDP86T00608R000600030023-9

Camboin

I

1. Pive years ol fighting had o devastating effeet on the

Combodiaon ceonomy, with production Lalling sharpiy bolow

pre-1970 totals.  Agriculture, which hay accounted for almost 40
percent of aross national product, was the havdest hit. The
recently complated 1974-76 rico harvest was some 60 percent bolow
the 1969 level; and cven sharper deciines occurred in the
production of other food crops and rubber. Xndvstrial output
~dropped to aboult half pre-war lovels as a result of supply

shortages and sovere xocductions in domestic demand. In

adaition, a large portion of pre-war manufacturing in such
industries on paper, fertilizer, nnd petroleum was destroyed

or damaged.

2. These developments had o strongly adverse -impact on '
most Combodians. Those living under Communist contiol cven
prior to the reccent military collopse of the GKR were denicod
many common consumer goods and forced to adopt subsistence
farming on various types of cooperatives.  lven such simnle
items as soap, clotih, sallt, and fuel -- when available --
were strictly rationed. Although somewhal higher standards
were possible under the Lon Nol regime, this required largye-
scale US and some other foreign aid. Even so, acute shortages
and cnormous military-induced budget deficits led to inflation
of 250 percent and more dauring cach of the past two yecars, and

this severely croded real incomes.
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3. The new Comaunist government. facoes o monmmental tash in
rostoring the Combodian cconomy and will neod foreidgn

ansintance 3 F the economic sl buabllies iu not to worsoen.  'Tho
most urgent problem ia an oxpocted large shortoge of ricoe

ansdl other foodstul s, Bven wilth belt=tightaning, the country
will nced some 250,000 tons from outside sowrcen until the nest
harvest boeging this £cll. A cimilar amount will likely be
necded in 1876, despite the recent forced migration of somo 3
willion urban residents to the countryside and govenment
cxhortatiors; to prepave the fields for the next crop. Shortages
of cssential inputn == fortilizer, other chemicalg, and fucl ==
along with administrative, material, and motivational impediments
will probably keep the upcoming harvest at last ycaxr's level.
Rebuilding indastry will be slow at best and will roquine

large amounts of foreign finance, expertisce, and technology.
The rew rulers have had very Jimited expericnce in industry,

and a number of Cambodian technicang probably fled the country

hefore the Communist talceover.
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The Philippines

1. The Philippine cconomy has made excellent headway
againgt. both recent and entrenched cconomic problems.  During
1973 agricul ture recoverad from Lhe severe domage intlictod

by floods of Lhe preceding year., Changes in commercial and

investment law breathed new Life into the stagnating industrial

gector, while political and social stabillty attendan:on
martial law encouraged foreign investors. Dxports soared
dramatically, riding on the wave of sharp price increases on
world comnodity markets, and created a record surplus in
international payments. With these developments, the rate of
real GNP growth of 10% in 1973 was ncarly doublce that of the
proevious several years and foreign exchange nreserves climbed
to almost $900 compared to less than $300 a year carlier.

2.  The momentum achieved in 197} carried over into the
tirst half of 1974, but fell off somewhat toward the end of
the year in the face of rising impcet costs and falling export
demand caused by recession in the industrialized countries.
An carlier-predicted balance in trade deteriorated sharply,
resulting in a ycarend deficit on that account of about $400
million. BEven so, net invisible iLransactions (mainly tourist
recoipts and transfer payments) and capital‘inflows moxre than

offset the trade deficit Lo yield an overall international

paymonts surplus of some $80 million. Despite the adverse
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impacl of nluggish world markot conditions, the cconomy
achicved real growth of nearly ¢n. ManuCacturing outpul. xoooe
by only 3.5%, bhul agriculinre remoined sbrong and construction
picked up rapidly in the last hall of tho year,

‘3. The performance of the pasl two yeirs, couplad with

the government's comnilment to ceonomic growth through dncrcasaed
public investmont and skress ob agricul tural development hode
woll for the Philippines in 1975. Because of sof tening comuodity
prices, however, the growth of comnodity cxports cannot be

expected to continue alt the rates that so quickly improved

the trade account in recent yecars. This factor, plus rising
t

cosls of imported fucls and producers goods, will result in
an increased trade deficit in 1975, probobly on the order of
$500 million. Woncthelens, continuing oxport divarsification,
rencwed government efforts to atiract *nrcign c&pitai, and
recent restructuring of foreign debt through a consultative
group have greatly-improved the Philippine foreign cxchange

outlook, and no over:ll balance ol payments difficulties arc

expected.  BRarring a calamity in agriculturc real growth should

bz on the order of 5%
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Philippines: Selectad Economic Indicators

i 19790 1971 1972 13732 1371
: 2272
. Gli? (current market prices)
: (billion US §) 5.36 7.64 §.31 190.27 212.30
Percent change in GNP
(real terms) .5 6.5 £.2 2.0 3.9
Defense expenditures (current
markxet prices) (million US $) 54.2 65.0 74.3 177.3 236.2
As a percent of GNP 9.3 0.9 6.9 1.7 1.8 4
As a percent .cf total govern-— 2
ent expenditures 3.7 s.7 3.9 i5.1 i2.3 ;
! 3
{ - . ¥
: Commodity exports (f.o.b) E
(million US $) 1,083 1,147 1,138 1,837 2,723 -
- 3
Commodity imports (£.0.b) ; : o . o @
(milliocn ©S $) 1,080 1,186 1,261 1,525 2,314¢ ~—
Trade balance (million US §) -7 -39 -i23 +241 -£13 E
i
. . 5
Foreign exchange reserves B
(millicn US §) 213 244 282 275 1,i€¢
Imports of military ecguipment
(million US §) i16.8 20.1 18.5 11.8 X.A.
cf which:
US grant (million US $§) 13.7 16.5 16.0 12.8 N.A.
Debt service ratiol 24.6 26.5 22.4 i5.4 15.2
= 1. Gove:Fment and private externzl cdebt vayments as a Tercent of cormodisy a2ad sarvica
exports. - -
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